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Tuesday, March 12, 2013, 2:00 PM
State Capitol Room 309

Testimony of
Policy Office of the Governor, State of Hawaii

To the House Committee on Higher Education
Representative Isaac Choy, Chair, Higher Education Committee

Representative Linda lchiyama, Vice Chair, Higher Education Committee

SB 46_SD 2 - Relating to Education

Chair Choy, Vice Chair lchiyama, and Committee Members:

Thank you for the opportunity to testimony in SLl|L)pOl'lI of Senate Bill 46, Senate Draft 2 (SB
46_SD2). The bill would establish the postsecondary education commission within the
Department of Commerce and Consumer Affairs (DCCA) and create a framework for
authorizing private postsecondary educational institutions in the State.

The U.S. Department of Education (ED) administers the Higher Education Act (HEA) of
1965, reauthorized as the Higher Education Opportunity Act in 2008. Federal financial aid
for students provides grants, loans and work study programs and is part of the Title IV
program of the HEA. In 2010, ED established new federal regulations requiring states to
“legally authorize" postsecondary institutions within their state and requiring postsecondary
institutions to be authorized in states in which they operate in order to quality for Title IV
student financial aid. ED’s objective is to ensure “program integrity” of postsecondary
institutions in order protect students from substandard institutions, referred to as “diploma
miIls.”

It is critical that the Legislature establish the state authorization process this year. The
state must meet the ED deadline to modify or establish procedures to authorize
postsecondary institutions by July 1, 2013. Failing to establish an authorization process
puts Title IV federal financial assistance for college students at risk. According to a 2012
State Auditors report, more than 63,000 Hawaii students attending 35 postsecondary
institutions received $283.6 million in Title IV assistance in Fiscal Year 2011.

Since Hawaii does not have a process for authorizing postsecondary institutions, Governor



Neil Abercrombie has notified ED of the state's good faith effort to establish a process and
requested an extension to July 1, 2013 in order to meet the requirements for “state
authorization.” The U.S. Department of Education (ED) sent the Governor a letter dated
January 23, 2013 (attached) to remind the state that state authorization procedures need to
be developed and implemented by July 1, 2013. The Governor’s policy staff has been in
contact with ED about legislation to bring the state into compliance.

The Governor’s Policy Office continues to work closely with the Senate and House Higher
Education Committee leaders, national organizations including the National Governors
Association, Western Interstate Commission on Higher Education and Western Association
of Schools and Colleges, and relevant state departments to establish a state policy
framework, represented in SB 46_SD2. In addition, we continue to meet with Hawaii-based
postsecondary institutions to provide information and solicit feedback about the state’s
plans for authorizing postsecondary institutions. Issues that need to be addressed in the
House Draft 1 of this bill include fees and timelines and clarifying the definition of “physical
presence."

Over the last two years, the Governor’s Office has also worked with the Department of
Commerce and Consumer Affairs (DCCA), University of Hawaii Board of Regents Office,
and Board of Education to respond to more than 100 requests from institutions seeking
authorization; in 2012, the Board of Regents Office responded to 75 requests from
institutions. Based on the U.S. Department of Education’s IPEDS reports that in 2010-11,
Hawaii had 25 institutions qualified for federal Title IV (financial aid) including 10 public
University of Hawaii institutions; presumably, these would be the minimum number of
institutions seeking state authorization established by this bill.

SB 46_SD2 describes a process that meets the federal requirements, minimizes burden
and cost on postsecondary institutions and state departments by meeting minimum
requirements to participate in an inter-state reciprocity agreement, and protects Hawaii's
residents who are consumers of higher education. Implementing SB 46_SD2 would allow
Hawaii-based institutions, based on their authorization in Hawaii, to participate in inter-state
reciprocity agreements, reducing institutions‘ burden and cost to obtain authorization in
other states where they have satellite campuses or students taking on-line courses.
Furthermore, it reduces the burden on the state's authorizing agency, DCCA as identified in
SB 46_SD2, by allowing the state to participate in reciprocity agreements so that eligible
out-of-state institutions may be recognized without seeking authorization in Hawaii.

Thank you for your attention to this matter.
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TESTIMONY ON S.B. NO. 46, S.D. 2
RELATING TO EDUCATION

TO THE HONORABLE ISAAC CHOY, CHAIR,
TO THE HONORABLE LINDA ICHIYMA, VICE CHAIR
AND MEMBERS OF THE COMMITTEE:

My name is Jo Ann Uchida Takeuchi, Deputy Director of the Department of

Commerce and Consumer Affairs (“Department”), testifying regarding Senate Bill No.

46, S.D.2. The Department opposes this bill in its current form, but understands that

this draft is a work in progress.

Senate Bill No. 46, S.D 2 among other things repeals the existing post-secondary

education commission within the University of Hawaii, establishes a new state post-
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